This paper studies the relation between firm's financing choices and integration with global financial markets. Using an East Asian and Latin American firm-level panel for the 1980s and 1990s, we study how leverage ratios, debt maturity structure, and sources of financing change when economies are liberalized and when firms access international equity and bond markets. The evidence shows that integration with world financial markets has uneven effects. On the one hand, debt maturity tends to shorten when countries undertake financial liberalization. On the other hand, domestic firms that actually participate in international markets obtain better financing opportunities and extend their debt maturity. Additionally, debt-equity ratios do not increase after financial liberalization. Firms in economies with more developed domestic financial systems are less affected by financial liberalization. Leverage ratios increase during crisis times.
I. Introduction
The late 1980s and 1990s witnessed unprecedented developments in the financial sector of emerging economies. Emerging markets became more open and integrated with the rest of the world. After lifting restrictions on capital movements, countries received record high levels of capital inflow. During the 1970-80s, capital flows were mainly directed to governments or to the private sector through the banking system. Whereas, in the 1990s, capital flows took the form of foreign direct investment and portfolio flows, including bond and equity flows. Companies in emerging markets are now participating in international financial markets. Equity trading is shifting from local domestic markets to international markets. As financial markets became more global, a remarkable series of financial crises occurred, with significant spillover effects across countries. Countries open to financial flows were severely affected by swings in international financial markets.
Even though the recent events have generated a vast literature on globalization, financial liberalization, and financial crises, there is very little empirical evidence at the corporate level. The goal of this paper is to study the relation between firms' financing choices and global financial integration. We focus on emerging economies, which are rapidly integrating with world markets. Both macroeconomic and microeconomic factors determine a country's financial integration within the world economy. At the macroeconomic or country level, we evaluate the impact of financial liberalization on financial structure. We also study the effects of financial crises and domestic financial development on firms' financing. At the microeconomic or firm level, we examine how firms' access to international debt and equity markets is associated with financial structure.
Financial choices (or financial structure) are characterized by the following ratios: debt over equity, short-term debt over equity, long-term debt over equity, short-term debt over total debt, and retained earnings over total liabilities. 1 To study the effects of financial integration on financial structure, this paper uses a novel data set. We construct a large panel of non-financial companies located in East Asia and Latin America. We work with seven emerging countries that have experienced financial liberalization and crises. Our data comprise firms from Argentina, Brazil, Indonesia, Malaysia, Mexico, South Korea, and Thailand. The data cover the 1980s and 1990s. Thus, we are able to compare pre and post liberalization periods. We gather data on balance sheets, firmspecific characteristics, and the actual participation of companies in international bond and equity markets.
The recent events in emerging economies and the ongoing debate in the financial and international economics literature are the main motivations for this paper. The current literature on financial structure studies the effects of firms' characteristics, financial institutions, and legal institutions on firms' financing decisions. In particular, the literature concentrates on the choice between debt and equity and the maturity structure of debt. Potential conflicts of interests between holders of different securities and certain specific characteristics of firms might affect agency costs associated with available financial instruments. Demirgüç-Kunt and Maksimovic (1994) and Aivazian, Booth, Demirgüç-Kunt, and Maksimovic (1999) empirically study these issues by working with 10 developing countries, mostly during the 1980s. 2 Our data set, which includes the 1990s, enables us to expand this literature by analyzing the effect of financial liberalization and crises on financial structure. Also, the data on access to global capital markets enable us to study the effects of financial integration at the firm level.
This paper also provides new evidence for the literature on international finance, which studies financial and balance of payments crises. The literature argues that financial liberalization can lead to over borrowing syndromes, increasing the likelihood of crises. McKinnon and Pill (1997) claim that implicit government guarantees might prompt banks to engage in moral hazard lending and drive economies to over-investment cycles. Kaminsky and Reinhart (1999) suggest that financial liberalization can fuel lending booms and produce exaggerated business cycles that lead to financial crises. Krugman (1999) argues that the deterioration of firms' balance sheets may have played a crucial role in the late Asian crisis.
The existing empirical literature in international finance only looks at aggregatelevel evidence. We complement this literature by providing valuable evidence at the firm level, which gives us further insights in the process of financial integration. We can directly observe whether aggregate effects-like financial liberalization and crisesaffect the firms' financing choices. Moreover, by concentrating on the micro level, we can study differences across firms within the same macro framework. For example, do firms that access international financial markets change their leverage levels and the maturity composition of their debt?
The rest of the paper is organized as follows. Section II discusses the data and methodology used in the paper. Section III describes the effects of financial liberalization on financing choices. It also analyzes the effects of financial integration when firms access and list in international capital markets. Section IV summarizes the results and concludes.
II. Data and Methodology

II.a Data Description
Our sample contains data on firms from seven emerging economies: Argentina, Brazil, Mexico, Indonesia, Malaysia, South Korea, and Thailand. The countries in the sample are of particular interest, since they have undergone periods of financial repression, followed by financial liberalization and crises. Data on firms' balance sheets come from two sources, the corporate finance database of the International Finance Corporation (IFC) and WorldScope. IFC has complete data for the 1980s; WorldScope has a large data set for mid and late 1990s. The data set contains a total of 1,973 firms.
After removing outliers and firms that are in the sample for less than three years, we are left with around 800 firms.
To compare the pre-liberalization period (mainly the 1980s) with the postliberalization period (mainly the 1990s), we combine data from both sources. Our sample comprises annual balance sheet data of publicly traded firms, from 1980 to 1999.
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Previous work on corporate finance, notably Demirgüç-Kunt and Maksimovic (1995 and 1998) and Aivazian, Booth, Demirgüç-Kunt, and Maksimovic (1999) , use similar data but only for the 1980s. We also add Argentina, which was not studied before.
The data set contains detailed information on the capital structure of firms, but it does not include sources and uses-of-funds statements. We exclude from the sample financial firms and banks, given that there is lack of information on the maturity structure of time deposits and we are particularly interested about debt maturity. We also eliminate from the sample firms for which we have information for less than three periods. Given that available data only exist for publicly traded firms, we are mostly studying large companies. To measure financial liberalization in these economies, we employ the index of financial controls constructed by Kaminsky and Schmukler (1999) . This is a qualitative multidimensional index of financial liberalization. The index takes into account controls on interest rates, legal restrictions for firms and banks to borrow in foreign markets, level 3 Appendix 1 presents, for each country, the number of firms and time periods covered in the sample. 4 Data on publicly traded firms exist because firms have to submit their balance sheets regularly to the stock market authorities of each country. Accounting standards for other firms are different and there is no centralized agency that collects such data. If the data existed, it would be very interesting to analyze those firms. 5 Given the data availability, it is very difficult to obtain the proportional value traded of bonds in international markets, as we do for equity trading. That is why we use a dummy variable for access to international bond markets. Also, there is no publicly available data on the amount of outstanding ADRs and GDRs. That is why we use the value traded as a proxy for access to international equity markets.
of reserve requirements, and restrictions for residents to acquire assets in foreign currency. High values of the index stand for high levels of financial liberalization.
II.b Stylized Facts
Before proceeding with the econometric analysis, we present a general overview on the behavior of different ratios that characterize firms' financing choices. Figures I and II portray average debt-equity ratios (for total, short-term, and long-term debt) and the proportion of short-term debt over total debt for the seven emerging economies under consideration. These figures differentiate between firms with and without access to international bond and equity markets. Figure I shows annual average debt-equity ratios and maturity structure of firms with and without access to international bond markets. The data suggest that debt-equity ratios of firms with access to international markets are clearly higher during the 1980s than during the 1990s. Debt-equity ratios may be reflecting the sharp development and increasing importance of equity financing in emerging economies during the 1990s.
Figure I also indicates that firms with access to international bond markets have higher values of long-term debt over equity and longer maturity structure, relative to firms with no access to international bond markets. More notably, firms with access to international markets have a marked lower proportion of short-term debt over total debt after 1991. The difference in maturity structure between firms with and without access to international bond markets increases over time, as financial integration deepens.
During the 1990s, bond markets for firms from emerging economies developed, allowing these firms to issue long-term debt. Accordingly, the financing choices for firms with access to international markets have changed in relation to the other firms' financial structure. The picture suggests that it is the evolution of long-term debt what makes the difference in the maturity structure.
Figure II presents annual average debt-equity ratios and maturity structure of firms with and without access to international equity markets. Since the access of emerging economies to international markets is a very recent phenomenon, we can only look at the effects of international equity financing during the 1990s. The data suggest that there is not a clear difference in the behavior of total debt-equity ratios of firms with and without access to equity markets. However, the figure also indicates that firms with access to international equity markets have more long-term debt and less short-term debt than firms with no access. As a consequence, the maturity structure of firms with access to international equity markets is longer.
II.c Variables and Methodology
The present paper studies three fundamental characteristics of firms' financial structure by estimating models with five different dependent variables. The three fundamental characteristics are: (i) the choice between debt and equity financing, (ii) the maturity structure of debt, and (iii) the choice between internal and external financing.
The five dependent variables are as follows. The variable debt-equity tracks the evolution of total debt and is defined as the ratio between total liabilities and the book value of equity. The variable short-term debt over equity captures the evolution of short-term debt.
The variable long-term debt over equity is the ratio between long-term liabilities and the book value of equity. The fourth variable, short-term debt over total debt, captures the behavior of firms' maturity structure of debt. The fifth variable, retained earnings over total debt, describes the importance of internal financing.
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The explanatory variables can be grouped in four different categories: (i) firmspecific characteristics, (ii) access to international capital markets, (iii) macroeconomic factors (namely, financial liberalization, crises, and financial development), and (iv) country effects. The variables in the first category focus on key characteristics of firms. Among the firm-specific characteristics, the first variable is the logarithm of firms' net fixed assets, which is a proxy for the size of firms. The second variable, the ratio of firms' net fixed assets over total assets, is an indicator of asset tangibility. The third variable captures the capacity of firms to generate internal resources and is defined as the ratio between firms' profits after taxes over total assets. Finally, we also include a variable that reflects the production mix. This is a dummy variable that takes a value of one if the firm is a producer of tradable goods, and zero otherwise. Tradable producers have the capacity to generate revenues in foreign exchange; thus, they might be able to obtain different kinds of financing.
The variables in the second category measure the effects of expanding the financing opportunities through access to international bond and equity markets. The variable capturing access to international bond markets is a dummy variable that takes a value of one for periods in which a given firm issues bonds in international capital markets, and zero otherwise. 7 The variable capturing access to international equity markets is defined as the monthly average of the proportion of equity traded in international markets relative to the total value traded for that firm in each year. This variable takes a value of zero for firms without access to international equity markets.
The third category involves macroeconomic factors that affect firms' financing.
These factors include three variables. The first one captures financial liberalization. This variable is key in the paper, since it shows the effect of economic liberalization on financial structure. We work with the index of financial liberalization created by Kaminsky and Schmukler (1999) each country: Argentina 1991 , Brazil 1990 , Mexico 1993 , Indonesia 1992 , Malaysia 1992 , South Korea 1993 , and Thailand 1990 The second variable related to macroeconomic factors is the one capturing financial crises. We construct dummy variables for the years 1995, 1997, 1998, corresponding to the Mexican crisis (1995) and Asian crisis (1997 and 1998) . The year 1998 also captures the Russian crisis. It has been well documented that these crises had strong spillover effects on the economies under study.
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The last macroeconomic variable used is the degree of domestic financial development. Following Demirgüç-Kunt and Levine (1999), we work with the sum of the stock market capitalization and liabilities of the banking sector, as a percentage of GDP.
We compute the interaction of this variable with the financial liberalization index, to study whether financial liberalization affects financially repressed economies more than financially developed countries. Since up to now data about the degree of domestic financial development is only available until 1997, the estimations that include this variable are displayed in the full working paper version of this paper.
Finally, we include country dummies to control for the nationality of firms. This is The results are displayed in Tables I-V. We report results from pooled ordinary least squares and within estimators (or fixed effects), with robust standard errors. In this way, we are able to compare our results with those from the existing literature in corporate finance. Since within estimations control for firm-specific effects, these models
give us intra-firm information. For example, within estimates tell how deviations from each firm's average net assets affect deviations from the average debt-equity ratio. On the other hand, OLS estimations combine both inter-firm and intra-firm effects. Pooled OLS estimates do not contain firm-specific effects. Then, we are able to include country specific effects and the variable that captures the production mix (whether firms produce tradable goods). These variables cannot be included in the within estimations because they are perfectly collinear with firm-specific effects.
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The OLS models estimated are:
Y i,c,t represents the five variables defined above, which measure the firms' financing choices. The sub-indexes i, c, and t stand for firm, country, and time respectively. X i,c,t stands for the three variables capturing firm-specific characteristics.
A i,c,t denotes access to international financial markets. M c,t captures the macroeconomic
variables, which only vary with time but not across firms. n c stands for the country effect.
The variable takes the value one for all firms in country c. p i,c stands for the production mix.
The within models estimated are:
such that f i,c is the firm-specific effect. We assume that the error terms, ω i,c,t and ε i,c,t , can be characterized by independently distributed random variables with mean zero and First, markets are "open" for the country, in the sense that at least one firm from that country issues bonds in international capital markets during that period. Second, the firm is an "international" firm, in the sense that the firm was able to issue international bonds at least once before or at the period under consideration. Otherwise, the variable takes the value 0. This variable seems to be a valid instrument, given that the degree of market openness is expected to be uncorrelated with firm-level errors and, at the same time, it is correlated with the firm's access to international bond markets.
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III. Financing Choices: Empirical Results
This section presents the estimation results, which are displayed in Tables I-V. We first describe the effects of firm-specific characteristics on financial structure, to compare our results with the existing literature. These results allow us to determine whether including the 1990s in the sample significantly change the relation between financial structure and firm characteristics. Second, we analyze how access to international financial markets affects financing choices. Third, we describe the macroeconomic effects on financial structure.
III.a Firm-specific Characteristics and Financing Choices
The results show that the variable size of firms-captured by the log of net fixed assets-is particularly relevant in East Asia. Larger firms have a lower level of short-term debt. This effect is relevant in the OLS, within, and IV models. Also, larger firms have a higher level of long-term debt. This effect is significant in the OLS and IV estimations.
Consequently, larger firms have a longer maturity structure of debt. This result holds for both East Asia and Latin America in the OLS and within estimations, and for East Asia in the IV equations. Larger firms may have more access to credit markets, especially longterm debt markets and equity markets. These results are consistent with Demirgüç-Kunt and Maksimovic (1995) and Aivazian, Booth, Demirgüç-Kunt, and Maksimovic (1999).
The variable related to the tangibility of assets, net fixed assets over total assets, is statistically significant in the regressions for both East Asia and Latin America. Large tangible assets reduce debt-equity ratios, mainly through a reduction in short-term debt.
As a consequence, large tangible assets extend the debt maturity structure. The effect is relevant in the OLS and IV regressions for East Asia and in the OLS, within, and IV estimations for Latin America. This result is partially consistent with the work by Aivazian, Booth, Demirgüç-Kunt, and Maksimovic (1999) , who find that debt-equity ratios decrease with a higher proportion of net fixed assets. The effect on the maturity structure is also consistent with the previous literature. However, in Aivizian et al., the effect works through increases in long-term debt. Finally, the finding on tangibility of assets supports the argument by Morris (1976) , according to which firms match the maturity of assets and liabilities. To reduce the probability of liquidity problems, firms with larger fixed assets need a longer maturity structure.
The variable profits over total assets is statistically significant in most OLS, within, and IV regressions in East Asia and Latin America. More profits are associated with lower short-term and long-term debt. Also, higher profits are related with shorter debt maturity structure-suggesting that long-term debt shrinks more than short-term debt. Additionally, higher profits are positively correlated with the level of internal financing (retained earnings over total debt). These findings agree with the existing literature. The results are consistent with the pecking order hypothesis (Myers, 1984 and Majluf, 1984) . Higher profits shifts the financing choices towards internal financing, so that retained earnings finance investment projects, avoiding the market under valuation of firms' securities.
The variable for tradable producers is statistically significant for East Asian economies in some specifications. Tradable producers have lower debt-equity ratios, particularly long-term debt. The maturity structure of tradable producers is biased towards the short-term, relative to non-tradable producers. Internal financing is more important for East Asian tradable producers. These are new results; they have not been tested before in the literature. Following Diamond (1991), one can argue that tradable producers are less vulnerable to domestic financial crises.
12 Therefore, they should be less concerned about liquidity risk and they could possibly receive better future rating. Therefore, tradable producers might prefer to have a shorter maturity structure.
III.b Access to International Markets
The OLS, within, and IV estimations show that access to international bond markets is positive and statistically significant in the models for long-term debt. Also, access to international bond markets is associated with longer debt maturity. Both effects are relevant in Latin America and East Asia. In the case of Latin America, issues of international bonds are positively correlated with leverage. This implies that domestic firms are not just replacing short-term financing in local markets for long-term financing abroad. In East Asia, access to international bonds is negatively correlated with internal financing in the within estimations.
Capital markets in developed countries typically have better financial institutions and liquidity than markets in emerging economies. These characteristics simplify activities in the financial intermediation sector. Remarkably, the maturity mismatch that distinguishes these activities can be better managed, promoting deep markets for longterm financing. The evidence suggests that firms from emerging economies benefit from accessing international markets, where they can obtain long-term financing.
Access to international equity markets is associated with higher leverage. This effect is significant in the OLS and IV regressions, but not in the within estimations. In
Latin America, access to international equity markets is positively correlated both with short-term and long-term debt. In East Asia, this effect only holds for short-term debt.
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Increases in the amount of equity traded abroad are not related to intra-firm financing choices. The above results imply that access to international equity markets may simplify firms' access to debt markets. The data show that this is an inter-firm result, suggesting that access to equity markets affects financial structure by differentiating firms. In other words, access to markets may be signaling credit worthiness.
III.c Financial Liberalization and Crises
The different estimations show that financial liberalization has statistically significant effects on financing choices of firms from emerging economies. First, leverage ratios decrease for all types of debt. This result holds for the regressions that jointly consider East Asian and Latin American firms, and for those that only consider East Asian firms. Second, as economies become more open, the maturity structure shifts to the short term in both East Asia and Latin America. Finally, financial liberalization is positively correlated with level of internal financing only in East Asia.
13 Note that access to international equity markets seem to have stronger effects in Latin American than in East Asia. This difference might be due to the fact that Latin American companies started participating earlier and to a much larger extent in international equity markets.
The fall in debt-equity ratios after financial liberalization does not support the belief that these policies lead to overborrowing-if one focuses on debt relative to equity.
Borrowing may increase after financial liberalization, but it does not seem to increase relative to equity. Consider that these estimates only cover non-financial firms and financial liberalization took place in the early 1990s. Therefore, the arguments made in the papers related to recent crises do not necessarily contradict our findings. Debt-equity ratios might have increased mainly in the middle and late 1990s and mostly in financial firms.
The development and growing importance of equity markets during the 1990s might help explain why we find declining debt-equity ratios. Financial liberalization in the 1990s differs from liberalization programs of the previous decade. Portfolio flows now play a crucial role in international capital markets. Moreover, globalization may reduce the cost of equity capital, which in turn might help in the development of equity markets. Stulz (1999) explains how globalization reduces the cost of equity capital. First, he argues that globalization can reduce the discount rate that investors apply to cash flows generated by equity investment. Stulz also explains that globalization could improve corporate governance, making less expensive for firms to raise funds in capital markets.
The existing literature on corporate finance provides arguments that explain a shortening debt maturity structure after financial liberalization. Myers (1977) shows that when the value of firms depends on growth opportunities, shareholders might decide to under invest to avoid passing the proceeds of future projects to bondholders. Myers claims that, alternatively, a shorter debt maturity structure can avoid sub-optimal investment decisions. Firms from emerging economies typically face new growth opportunities when financial liberalization takes place. 14 To take advantage of these opportunities, firms might decide to undertake short-term debt.
Existing arguments on the international finance side might support an alternative explanation for the shortening maturity in East Asia after financial liberalization. On the real side, Krugman (1994) , among others, argue that these economies' growth processes 14 In fact, large current account deficits in emerging economies are usually interpreted as evidence of new investments in projects with high-expected returns.
have been mainly conducted through inefficiently allocated capital accumulation. On the financial side, East Asian economies have been characterized by inadequate prudential regulation of the financial sector and by strong incentives to borrow abroad, due to high domestic funding costs. 15 The prospect of diminishing returns, after a long process of growth without productivity gains, may induce international lenders to be cautious in taking long-run positions. 16 This may increase long-term risk premiums and create incentives for firms to bias their maturity structure to the short-term.
Even thought an emerging economy might move to a shorter maturity structure, the financial liberalization variable can only capture the effects of financial integration at the aggregate level. This variable cannot identify the effect of the actual participation in developed financial markets on the firms' financing choices. To study this effect, we showed in the previous section how financial structure change when firms issue bonds or trade equity in international markets. Firms with access to international capital markets might behave differently than firms constrained to funding investment through domestic markets.
The financial liberalization variable and the variable capturing access to international capital markets suggest that financial integration does not seem to have a uniform effect across firms. On the one hand, access to international bond markets during the 1990s is associated with an extended maturity structure of firms that participate in these markets. On the other hand, the maturity structure shrinks for the whole economy.
These two facts suggest that firms constrained to local financial markets increase shortterm borrowing more than firms with access to international financial markets increase long-term borrowing.
17
15 See, for example, World Bank (1998).
16 Claessens et al. (1998) argue that relatively low profitability in some of the Asian economies forced firms to look for external financing during the decade previous to the financial crisis, with short-term debt playing an important role. 17 The behavior of domestic financial intermediation might play an important role on the maturity structure of debt in emerging economies, altering the effects of financial liberalization on leverage ratios.
Financial crises have a significant effect on leverage ratios. Long-term and shortterm debt-equity ratios increase in all crises. 18 The effects seem to be stronger during the Asian crisis (in 1997 and 1998) than during the Mexican crisis. The latter was localized in the first quarter of 1995 and mainly involved Mexico and Argentina. Whereas, the Asian Crisis had important effects on East Asian firms, with strong spillover effects on other emerging economies. High interest rates during crisis times appear to be the main factor behind higher leverage ratios. The evidence also indicates that the maturity structure shifts to the long term. Probably, debt contracts with floating-rates increase the level of long-term debt during crises, while firms find it difficult to roll over short-term debt.
III.d Financial Liberalization and Domestic Financial Development
In the previous section we studied the effect of financial liberalization on financial choices. However, one can expect that countries with varying degrees of domestic financial development will be affected by financial liberalization differently. When To save space, the results are reported in the working paper version of this paper.
As expected, they show that more developed domestic financial systems are less affected by liberalization processes. In general, the interaction variable has the opposite sign of the liberalization variable. In other words, the negative correlation between liberalization and leverage is stronger in less developed domestic financial systems. Also, the maturity structure moves to the short term after financial liberalization to a lesser degree in countries with deeper financial markets.
IV. Summary of Results and Conclusions
There is growing literature on the effects of financial liberalization in previously closed economies. There is also a growing literature linking firms' characteristics to financial structure. Following these two literatures, this paper analyzed cross-country microeconomic data on financing choices during the process of integration with global financial markets. To our knowledge, this type of evidence has not been previously examined.
The paper investigated whether financial integration affects the financing choices of non-financial firms in emerging economies from East Asia and Latin America. Using a firm-level panel, we studied the behavior of firms' financing choices when economies become liberalized and when firms access international bond and equity markets. We focused on leverage levels, debt maturity, and the choice between external and internal financing to study financial structure.
The results from this paper can be summarized as follows.
• Firm-specific characteristics and financing choices: Although we extended the sample to include the 1990s, our results are consistent with the previous literature, which mostly covers the 1980s. In other words, larger firms and firms with more tangible assets extend their debt maturity. Higher profits are associated with more internal financing, less leverage, and shorter debt maturity. We also extended the existing literature by analyzing the effects of the production mix on financial structure. The evidence suggests that firms producing tradable goods in East Asia have shorter maturity and higher internal financing.
• Access to international bond markets: The data suggest that firms with access to international markets increase their long-term debt and lengthen their debt maturity structure. Also, access to international bond markets is negatively related to internal financing in East Asia, while it is positively correlated with leverage in Latin America.
• Access to international equity markets: When more equity is traded in international markets, firms increase short-term debt. In Latin America, the shift to global markets is positively associated with long-term debt and a longer maturity structure.
•
Financial liberalization:
The evidence shows that financial liberalization is positively correlated with internal financing and negatively related to both short-term and long-term debt-equity ratios, particularly in East Asia. The evidence also suggests that financial liberalization is associated with a shorter debt maturity structure, both in East Asia and Latin America.
• Financial crises: Leverage ratios tend to increase during crisis times.
Given that issues of international bonds decreased and there probably was a reduction of domestic debt issues during crisis years, higher interest rates are likely behind the increase in debt-equity ratios. The evidence also shows cross-regional spillover effects.
Leverage increased in East Asia during the Mexican crisis and in Latin America during the Asian crisis. Finally, the maturity structure extends during crisis times, what may be due to floating rates in long-term debt and non-renewal of short-term debt contracts.
Financial integration and domestic financial development:
The evidence suggests that firms in emerging economies with more developed domestic financial systems are less affected by financial liberalization.
In sum, our main results show that globalization of financial markets are related to firms' financing choices. Globalization seems to have uneven effects. On the one hand, domestic firms that actually participate in international markets obtain better financing opportunities. For example, these firms are able to extend their liability maturity structure. On the other hand, debt maturity tends to shorten when countries undertake financial liberalization. This implies that firms that do not participate in international markets are likely increasing their short-term financing liabilities.
The evidence from this paper suggests some policy lessons related to the development and regulation of domestic financial markets. First, the results suggest that the domestic financial sector plays an important role. This sector needs to provide adequate financing to firms unable to obtain foreign funding. As a consequence, policies that help to consolidate a mature domestic financial system indirectly favor the development of local firms, through the provision of financing alternatives. This implication is confirmed by the fact that countries with deeper domestic financial markets are less affected by financial liberalization policies.
A second policy lesson is related to the prudential regulation of the domestic financial sector. Although previous studies suggest that financial liberalization may drive the economy to overborrowing, the results show that debt-equity ratios do not tend to increase after financial liberalization. However, the data also show that there is a shift of the maturity structure to the short term. Some authors argue that the maturity structure of debt played a crucial role in recent crises. Therefore, it may be important that liberalization policies be accompanied by strong prudential regulation in the financial sector, to prevent a mismatch between the maturity of assets and liabilities.
This paper presented a first step to understanding the effects of financial integration on financing choices. However, this paper opened new questions for future research. First, we showed that firms with access to international financial markets expand their financing opportunities. It would be worthwhile to explicitly test what happens to firms confined to domestic financial markets, when large firms migrate to global markets. Are there "crowding in" effects? Do firms that obtain external financing expand the financing opportunities for firms that rely on domestic markets? Second, it would be interesting to investigate how the financing choices of the public sector affect the financing opportunities of firms with and without access to international capital markets. Third, it seems important to understand what determines access to international financial markets. Fourth, it would be worth studying the effects of globalization on firms' growth, investment decisions, and value. These interesting questions were beyond the scope of the present paper, but this type of data set would allow us to pursue further research in this direction. 
